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The Annual Meeting of the 

Share Owners will be held at 12 Noon 

on Monday, March 17,1975 at the 

Netherland Hilton Hotel 

Continental Room 

Fifth and Race Streets 

Cincinnati, Ohio 45202 



The cover features the 
telephone directory, 
expressly designed to reduce 
the need for Directory 
Assistance calling. 

The Company will furnish 
without charge to each person 
whose proxy is solicited in 
connection with the 1975 annual 
meeting of share owners, upon the 
written request of such person, a 
copy of its Form 10-K, including the 
financial statements and the 
schedules thereto, required to be 
filed with the Securities and 
Exchange Commission for the 
Company’s most recent fiscal year. 
Requests for this material should 
be addressed to R. H. Allen, 
Secretary, Cincinnati Bell Inc., 225 
East Fourth Street, Cincinnati, 

Ohio 45202. 

Inquiries concerning the Automatic 
Dividend Reinvestment Plan should 
also be directed to the Secretary. 



President Richard T. Dugan 
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Annual Report to Share Owners 


Dear Share Owner: 

For the second year in a row 
the Company recorded substan¬ 
tial improvements over the pre¬ 
ceding year. 

In many ways 1974 was the 
biggest year in Cincinnati Bell’s 
history. Record levels were 
reached for operating revenues, 
earnings per share, telephones in 
service, capital expenditures, div¬ 
idends paid and long distance 
messages. 

Highlights of 1974 achieve¬ 
ments are shown in tabular and 
chart form on the next two pages. 
The rest of this report details 
selected items of interest from 
the year’s operations. 

I am particularly pleased by 
these aspects of the 1974 record: 

• The quality of customer ser¬ 
vice was maintained or im¬ 
proved. 

• Percentage increases in 
revenues and earnings ex¬ 
ceeded the percentage in¬ 
crease in expenses, com¬ 
paring 1974 with 1973. 


• The quarterly dividend was 
increased from 36V2 cents per 
common share to 40 cents, 
effective with the January 2, 
1975 payment. 

•The new charging plan for 
excess calls to Directory As¬ 
sistance proved both equitable 
for customers and successful 
in controlling expenses. 

Our costs of doing business 
went up in 1974 and will continue 
to rise into 1975. Demands for 
communications services will 
continue to grow, however, and I 
am confident that 1975 will also 
be a year of good service, strong 
earnings and increasing respon¬ 
siveness to the markets we serve. 


/-<V L 


R. T. Dugan 
President 


January 27, 1975 







Highlights 


LINE OF BUSINESS 

Cincinnati Bell is engaged in 
the business of furnishing 
communications services, 
mainly local and toll telephone 
services, in parts of Ohio, 
Kentucky and Indiana. 


Operating Revenues . 

Operating Expenses . 

Operating Taxes. 

Interest Deductions. 

Income Applicable to Common Shares . 


Earnings Per Common Share. 

Dividends Declared Per Common Share 
Number of Common Share Owners 

Telephones in Service. 

Long Distance Messages. 

Construction Expenditures. 


1974 


1973 

$174,753,000 

$152,066,000 

$106,310,000 

$ 

95,292,000 

$ 34,756,000 

$ 

28,114,000 

$ 12,413,000 

$ 

11,345,000 

$ 21,568,000 

$ 

17,676,000 

$3.08 


$2.52 

$1,495 


$1.34 

19,024 


18,934 

1,003,247 


974,462 

46,489,000 


44,394,000 

$68,108,000 

$52,752,000 



EARNINGS PER COMMON SHARE 


200 MILLIONS 
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OPERATING REVENUES 





























Review of 1974 


Cincinnati Bell earnings per 
common share for 1974 were 
$3.08, compared with $2.52 for 
1973. 

Operating revenues for the year 
were $174.8 million, $22.7 mil¬ 
lion, or 14.9 per cent higher than 
the previous year. 

Operating expenses were 
$106.3 million, $11.0 million, or 
11.6 per cent higher than in 1973. 

Operating taxes were $34.8 
million in 1974, and represented 
$4.96 per common share. The 
figures for 1973 were $28.1 million 
and $4.01. respectively. 

The quarterly dividend was 
increased, effective with the Jan¬ 
uary 2, 1975 payment, to 40 cents 
per share. This is the third 


120 MILLIONS 



OPERATING EXPENSES 


increase in the past five years. 
The previous increase a year ago 
was from 32V2 cents to 36V2 
cents per share. 

In July, 30,000 shares of non- 
convertible preferred stock, with 
a stated value of $1,000 each, 
were sold to institutional inves¬ 
tors. The shares carry an annual 
dividend rate of $82.50. As a 
result of the sale, the percentage 
of debt in our total capital was 
reduced to 44.3 per cent, provid¬ 
ing more options for future 
financing. 

During 1974, capital expendi¬ 
tures to expand, modernize, re¬ 
place and relocate our facilities 
amounted to $68.1 million. We 
expect that almost $120 million 
will be required for the construc¬ 
tion programs in 1975 and 1976. 



NUMBER OF TELEPHONES 


In November 1974 the Depart¬ 
ment of Justice brought a civil 
antitrust action naming American 
Telephone and Telegraph Com¬ 
pany, Western Electric and Bell 
Telephone Laboratories as de¬ 
fendants, and the 23 Bell System 
telephone companies (including 
Cincinnati Bell) as co-conspira¬ 
tors but not defendants. The 
American Company has stated its 
belief that the relief sought, 
which includes dismemberment 
of the Bell System, is adverse to 
the public interest and that it is 
confident that it has not been in 
violation of the antitrust laws and 
that the structure of the Bell 
System will remain basically un¬ 
changed. While this matter may 
not be resolved for several years, 
we believe dismemberment of the 
Bell System could have adverse 
effects on our business. 


60 MILLIONS 
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LONG DISTANCE MESSAGES 





























OPERATIONS 

It took 42 years to get our first 
100,000 telephones in service, but 
less than three years to move 
from 900,000 to 1,000,000. The 
one-millionth telephone was in¬ 
stalled in a residence in Mont¬ 


gomery, Ohio on October 24. To 
commemorate the occasion, the 
Mayors of Cincinnati and Mont¬ 
gomery declared the day “Cincin¬ 
nati Bell Day.” 

Cincinnati Bell in March be¬ 
came the first telephone company 
















in the country to introduce a 
charging plan for excessive use of 
Directory Assistance, and the 
results to date have exceeded our 
expectations. Authorization to 
begin charging was granted by 
the Public Utilities Commission 
of Ohio as part of a general rate 
increase. Rather than increase 
basic telephone rates to cover the 
rapidly increasing costs of provid¬ 
ing Directory Assistance, a 
charge is made for each call in 
excess of three per month. 



LOCAL DIRECTORY ASSISTANCE 
CALL VOLUMES Average Weekday-1974 


Telephone people responded in 
many ways to the destructive 
tornadoes which roared through 
the Ohio Valley area in April. 
Besides working long hours to 
restore service, many were in¬ 
volved in organizations that as¬ 
sisted in meeting the human 
needs of those whose homes 
were destroyed. The tornadoes 
caused extensive damage to our 
plant facilities, and left about 



1,800 customers without tele¬ 
phone service. Within nine days, 
telephone service was restored 
for all homes and businesses left 
standing. To accomplish this 
required replacing more than 200 
downed poles and 14 miles of 
cable. 





























Our second PhoneCenter, and 
first in Ohio, is now serving 
customers who live in pre-wired 
apartments in the northern sec¬ 
tion of Cincinnati. (The first 
PhoneCenter was opened in Flor¬ 
ence, Kentucky, in 1973.) Resi¬ 
dents of these apartments may 
visit the PhoneCenter, which is 
located in a shopping center, pick 
out the plug-ended phones they 
want, take them home, plug them 
in, and make calls. Before the 
customer leaves the Phone¬ 


Center, we call the switching of¬ 
fice to activate the line. Because 
we save the expense of a visit by 
our installation force, the connec¬ 
tion charge to the customer is 
reduced. 

Perhaps the most fundamental 
impact we can have on inflation is 
to reduce expenses and improve 
productivity. We are constantly 
striving, in all departments, to 
find better and cheaper ways to 
conduct the business. The 
















Directory Assistance charging 
plan is a notable example of this 
activity. During 1974, several 
other operating improvements 
were introduced. One, Automatic 
Intercept, cuts operator time on 
Intercept calls by 25 per cent. In¬ 
tercept service consists primarily 
of calls to numbers which have 
been changed. An operator inter¬ 
cepts the call and refers the dialer 
to the new number. Previously, 
the operator searched an inter¬ 
cept book to find the status of the 
number dialed. Now this infor¬ 
mation is stored in a computer 
and can be retrieved and display¬ 
ed instantaneously. 


Modular Set Installation is 
designed to reduce inventory and 
save time when installing or 
repairing components of single 
line, non-key telephones. This 
concept has accounted for the 
costs savings realized in Phone- 
Center operations. The modular 
set has plug-ended cords that can 
be easily connected or removed at 
the base of the set or at the 
connection on the wall. Wall 
telephones can be lifted off their 
plates and removed. In many 
cases, repairs or replacements 
can be made without wiring 
changes inside the telephone set, 
and it is no longer necessary for 


each telephone truck to carry 
such a wide assortment of com¬ 
plete sets. 

The Company recognizes the 
world-wide shortage of energy 
resources and is committed to 
conserve energy wherever it can, 
short of impairing customer ser¬ 
vice or causing undue inconven¬ 
ience to employees. Through a 
series of measures introduced to 
conserve energy, total consump¬ 
tion for each month of 1974 was 
lower than for the corresponding 
month of 1973. Our conservation 
efforts also helped to offset the 
rising costs of using energy. 











NEW SERVICES 

Several new customer pro¬ 
ducts, responsive to the changing 
and more sophisticated needs of 
the telephone-using public, are 
coming on line. 


Com Key* is a new low-cost 
key communications system for 
small businesses. The system 
accommodates up to seven lines 
and 18 telephones, or in the larger 
system, 14 lines and 34 tele¬ 
phones. Com Key offers a wide 
variety of features which can be 
customized for varying needs of 
different businesses. 

* Trademark 
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A touch of a button on the Touch-a-matic * dials automatically 
any one of 31 pre-selected numbers. 


The Touch-a-matic* is an auto¬ 
matic dialing telephone with a 
solid state memory. At the touch 
of a single button, any of 31 
pre-selected numbers can be 
dialed. The memory feature also 
records the last number dialed 
manually. By pressing the desig¬ 
nated button, the “last number 
dialed” is instantly re-dialed. 


The transistorized Bellboy® is 
a personal signaling service 
which allows subscribers to be 
alerted that they have an impor¬ 
tant call or message awaiting 
them. The pocket-sized Bellboy 
is activated by dialing a confiden¬ 
tial telephone number. A tariff 
which would authorize our fur¬ 
nishing the service has been filed 
with the state regulatory com¬ 
missions. 



Bellboy keeps you in touch, even 
when on the golf course. 




































Len and Mrs. Cooper accept congratulations from Vice President Dwight Hibbard. At left is Red Cross 
Chapter First Aid Chairman James Horney who made the presentation. 


PEOPLE 

A new three-year wage agree¬ 
ment was signed with the Com¬ 
munications Workers of America 
in August. The settlement is 
comparable to those in other 
industries, and insures continued 
success in attracting and retain¬ 
ing competent people. 

Substantial progress was made 
during the year in providing 
career opportunities through pro¬ 
motions and transfers for many of 
our employees. Having entered 
into a Consent Decree with the 
Federal Government in 1973, we 
established certain goals and 
timetables aimed at facilitating 


the movement of qualified women 
and minority groups into better 
jobs. In 1974 virtually all goals 
were met or exceeded. We are 
committed to the continuation of 
a good faith effort to achieve true 
equality of employment oppor¬ 
tunity. 

The Red Cross Certificate of 
Merit, the highest award given by 
the American National Red Cross 
for saving or sustaining life, was 
presented to Cable Repairman 
Len Cooper for saving the life of a 
fellow employee who lost both 
legs in an automobile accident. 
Len was at the scene when the 
accident occurred, and immedi¬ 


ately applied tourniquets to the 
severed legs of the victim to stop 
the massive bleeding. 

In a move aimed at meeting 
more effectively the complex 
needs of today’s telephone user, 
the former operating departments 
were reorganized into six func¬ 
tional subsystems under Oper¬ 
ations Vice-President Dwight H. 
Hibbard. In the new structure 
those groups working together 
closely are placed in the same 
subsystem. The result is simpli¬ 
fied decision making at lower 
levels, reduced paper work and 
improved coordination in provid¬ 
ing service to the customer. 










Organization Changes 



At the Annual Meeting of Share 
Owners in March, Morley P. 
Thompson and Dwight H. Hibbard 
were elected Directors of the 
Company, succeeding Bayard L. 
Kilgour, Jr. and David M. Forker, 
Jr., who retired in accordance 
with the Company’s retirement 
policy for Directors. 

Mr. Kilgour was President of 
the Company from 1946 to 1965, 
and Chairman of the Board from 
1965 to 1969. He was elected a 
Director in 1930. Mr. Kilgour’s 
father and grandfather were also 
Chief Executive Officers of the 
Company. Mr. Forker had been a 
Director of Cincinnati Bell since 
1951. He is former Chairman of 
the Board of The William Powell 
Company. The contributions to 
the business by both men were 
instrumental in our achieving the 
position we enjoy today. We will 
continue to seek their counsel. 

Mr. Thompson is President of 
D. H. Baldwin Company, and is 
also a director of Anchor Hocking 
Corporation, The Kroger Com¬ 
pany, Midland Company, Stearns 


and Foster Co., Xomox Corp., 
and FMC Corporation. 

Mr. Hibbard is Operations Vice 
President of the Company. He 
joined Cincinnati Bell in 1964 as 
Chief Engineer, and has been a 
Vice President since 1968. Prior 
to joining the Company, he had 
served with Southern Bell, Bell 
Telephone Laboratories and 
AT&T. 



Richard R. Deupree, 
Honorary Chairman of the 
Board of the Procter & 
Gamble Company, died on 
March 14, 1974. Mr. Deu¬ 
pree had been an esteemed 
and valuable member of the 
Board since 1935. His wis¬ 
dom and wit are sorely 
missed. 



















Financial Section 


FIVE YEAR REVIEW 


Dollars in Thousands Except Amounts Per Share 



1974 

1973 

1972 

1971 

1970 

Revenues 

Local Service. 

Toll Service . 

Other . 

$114,440 

56,880 

4,848 

176,168 

$ 98,594 
49,883 
3,950 

152,427 

$ 87,965 
44,608 
3,883 

136,456 

$ 83,862 
39,894 
3,813 
127,569 

$ 74,926 
35,956 
3,708 

114,590 

Expenses 

Operating . 

Federal Income Taxes. 

Other Taxes . 

Interest . 

106,310 

16,478 

18,278 

12,413 

153,479 

95,292 

12,006 

16,108 

11,345 

134,751 

88,926 

10,011 

13,765 

9,646 

122,348 

81,516 

10,805 

12,701 

7,958 

112,980 

73,666 

9,523 

11,215 

7,071 

101,475 

Net Income . 

Preferred Dividend Requirements. 

22,689 

1,121 

17,676 

14,108 

14,589 

13,115 

Income Applicable to Common Shares ... 

$ 21,568 

$ 17,676 

$ 14,108 

$ 14,589 

$ 13,115 

Earnings per Common Share. 

$3.08 

$2.52 

$2.02 

$2.10 

$1.90 

Average Common Shares Outstanding .... 

7,013,096 

7,013,096 

6,977,774 

6,939,894 

6,910,650 

Dividends Declared per Common Share .. 

$1,495 

$1.34 

$1.30 

$1,275 

$1.20 

Taxes per Common Share. 

$4.96 

$4.01 

$3.41 

$3.39 

$3.00 

Debt in Total Capital*. 

44.3% 

51.3% 

50.6% 

48.2% 

45.6% 

Common Share Owners* . 

19,024 

18,934 

19,589 

18,496 

17,712 

Employees* . 

Payroll and Related Costs. 

5,188 
$ 83,644 

5,274 
$ 76,168 

5,335 
$ 69,380 

5,494 
$ 62,367 

5,641 
$ 56,548 

Telephones* . 

Business . 

Residence—Main . 

—Extension . 

—% One-Party. 

1,003,247 
265,264 
459,340 
278,643 
89.2 

974,462 

259,834 

450,438 

264,190 

87.8 

934,249 

250,565 

437,739 

245,945 

86.2 

896,418 

241,697 

425,679 

229,042 

84.2 

872,019 

237,608 

417,204 

217,207 

81.7 

Long Distance Messages. 

46,489,000 

44,394,000 

40,018,000 

35,799,000 

34,082,000 

Construction Expenditures. 

Plant Investment* . 

$ 68,108 
528,346 

$ 52,752 
478,443 

$ 48,703 
440,051 

$ 46,613 
404,227 

$ 45,742 
369,921 


* At Year End 


TRANSFER AGENT 

Cincinnati Bell Inc. 

225 East Fourth Street 
Cincinnati. Ohio 45202 


REGISTRAR 

The Central Trust Company 
Fourth and Vine Streets 
Cincinnati. Ohio 45202 


CO-TRANSFER AGENT AND 
CO-REGISTRAR 

Morgan Guaranty Trust 
Company of New York 
30 West Broadway 
New York. New York 10015 






















































































MANAGEMENT ANALYSIS 
OF FIVE YEAR REVIEW 


CINCINNATI BELL INC. 


Revenues for 1974 were $176,168,000, an 
increase of $61,578,000, or 53.7% over 
1970. This increase was due principally to 
intrastate rate increases granted in July 
1970, August 1973 and January 1974. In 
addition, revenues have increased as a 
result of increases in telephones in service, 
long distance calling volumes and sales of 
directory advertising. 

Operating expense rose from $73,666,000 
in 1970 to $106,310,000 in 1974, an increase 
of $32,644,000, or 44.3%. This increase is 
due principally to wage increases, including 
higher cost of living allowances in recent 
years, and increases in costs of materials, 
supplies and services. 

Federal income taxes have increased 
$6,955,000 or 73.0% over the five year 
period as taxable income has risen. Some 
relief was provided when the corporate 
income tax rate was reduced from 49.2% to 
48% in 1971. 

Other taxes have increased from several 
sources. Local and state property taxes 
have increased from $6,971,000 in 1970 to 
$10,171,800 in 1974 to meet the higher costs 
of operating state and local governments. 
Gross receipts taxes for the same period 
increased from $2,602,000 to $5,018,000 as 
revenues have increased. Social security 
taxes have increased because of higher 
statutory rates and expanded taxable wage 
bases. 

Interest expenses have increased from 
$7,071,000 in 1970 to $12,413,000 in 1974, 
reflecting the cost and amount of debt 
capital obtained by the Company to finance 
its construction program. 

MARKET AND DIVIDEND INFORMATION 

The principal market where Cincinnati 
Bell voting securities, namely, common 
shares, are traded is the New York Stock 
Exchange. The high and low sales prices 
and dividends paid on these securities for 
each quarterly period during the most recent 
two fiscal years were: 


1973 

Quarter 

1st 

2nd 

3rd 

4th 


High 

22% 

20% 

20% 

20% 


Low 

19 3 4 

18 Vi 

18% 

18 Vi 


Dividend paid 

32V?C 

32V?C 

32%C 

32%C 

1974 

Quarter 

1st 

2nd 

3rd 

4th 


High 

23 y< 

21% 

18% 

20% 


Low 

19% 

17 i 

15 Vi 

15% 


Dividend paid 

36 

36%C 

36 %C 

36V?C 


Report of Independent 
Certified Public Accountants 


TO THE SHARE OWNERS OF 
CINCINNATI BELL INC. 

We have examined the balance sheet of 
Cincinnati Bell Inc. as of December 31,1974, and 
the related statements of income and reinvested 
earnings and changes in financial position for the 
year then ended. Our examination was made in 
accordance with generally accepted auditing 
standards, and accordingly included such tests 
of the accounting records and such other auditing 
procedures as we considered necessary in the 
circumstances. We previously examined and 
reported upon the financial statements of the 
Company for the year 1973. 

In our opinion, the financial statements (pages 
14 through 20) present fairly the financial postion 
of Cincinnati Bell Inc. at December 31, 1974 and 
1973, and the results of its operations and the 
changes in its financial position for the years 
then ended, in conformity with generally ac¬ 
cepted accounting principles applied on a 
consistent basis. 

COOPERS & LYBRAND 

3800 Carew Tower 
Cincinnati, Ohio 
January 27, 1975 








Balance Sheets 


ASSETS 

Thousands of Dollars 
December 31, December 31, 
1974 1973 

TELEPHONE PLANT — at cost 


In service . 

. $491,011 

$459,321 

Under construction . 

. 37,050 

18,053 

Held for future use. 

. 285 

1,069 


528,346 

478,443 

Less: Accumulated depreciation. 

. 117,937 

112,493 


410,409 

365,950 

INVESTMENTS — at cost. 

. 912 

142 


411,321 

366,092 


CURRENT ASSETS 

Cash . 

Receivables — less allowance for uncollectibles: 
1974, $140,000; 1973, $136,000 . 

Material and supplies. 

Prepaid expenses . 


1,042 

1,139 

21,973 

20,826 

2,862 

2,693 

476 

395 

26,353 

25,053 


DEFERRED CHARGES 


2,323 1,924 


TOTAL ASSETS 


$439,997 $393,069 


The notes on pages 19 and 20 are an integral part of the financial statements. 






































CINCINNATI BELL INC. 


LIABILITIES AND CAPITAL 

Thousands of Dollars 
December 31, December 31, 
1974 1973 


EQUITY 

Preferred shares — at stated value (note b). $ 30,000 $ — 

Authorized 1,000,000 shares; Outstanding 30,000 shares. 

Common shares — par value $12.50 per share. 87,664 87,664 

Authorized 10,000,000 shares; Outstanding 7,013,096 shares. 

Proceeds in excess of par value on common shares. 7,305 7,305 

Reinvested earnings — see page 17 . 78,567 67,743 

203,536 162,712 

LONG-TERM DEBT (note e). 132,318 132,465 


INTERIM DEBT (due within one year but 

intended to be refinanced) (note f). 29,700 38,700 


OTHER CURRENT LIABILITIES (excluding interim debt) 

Accounts payable. 15,608 12,117 

Taxes accrued . 12,244 11,123 

Advance billing and customers' deposits. 4,729 4,541 

Dividends payable. 3,424 2,560 

Interest accrued. 3,233 3,240 

39,238 33,581 

DEFERRED CREDITS 

Accumulated deferred income taxes. 27,303 18,784 

Unamortized investment tax credits. 7,850 6,802 

Other. 52 25 

35,205 25,611 

LEASE COMMITMENTS (note g) 

TOTAL LIABILITIES AND CAPITAL. $439,997 $393,069 











































Statements of Income 
and Reinvested Earnings 


OPERATING REVENUES 

Local service. 

Toll service. 

Directory advertising and other .. 
Less: Provision for uncollectibles 
Total Operating Revenues . 


Thousands of Dollars 


Year 1974 

Year 1973 

$114,440 

$ 98,594 

56,880 

49,883 

4,323 

4,189 

890 

600 

174,753 

152,066 


OPERATING EXPENSES 

Maintenance . 34,219 29,419 

Depreciation . 23,953 22,298 

Traffic . 10,594 10,835 

Principally wages of telephone operators. 

Commercial . 6,620 5,421 

Primarily costs of local business office operations. 

Marketing. 5,226 4,670 

Accounting . 6,744 5,904 

Provision for pensions and other employee benefits (note c). 12,840 11,751 

Services received under license contract. 1,795 1,437 

Other operating expenses. 4,319 3,557 

Total Operating Expenses. 106,310 95,292 

Net Operating Revenues (carried forward). $ 68,443 $ 56,774 


The notes on pages 19 and 20 are an integral part of the financial statements. 



































CINCINNATI BELL INC. 


Thousands of Dollars 
Year 1974 Year 1973 


Net Operating Revenues (brought forward). $ 68,443 $ 56,774 

OPERATING TAXES 

Federal income (notes a and d) 

Current. 7,489 5,041 

Deferred. 7,941 5,506 

Investment tax credits — net. 1,048 1,459 

Property, gross receipts, payroll-related and other taxes. 18,278 16,108 

Total Operating Taxes. 34,756 28,114 

Operating Income. 33,687 28,660 

OTHER INCOME 

Interest charged construction. 1,944 946 

Miscellaneous income and deductions — net. (529 ) (585 ) 

Income Before Interest Deductions. 35,102 29,021 

INTEREST DEDUCTIONS. 12,413 11,345 


NET INCOME ... 22,689 17,676 

Preferred dividend requirements. 1,121 — 


INCOME APPLICABLE TO COMMON SHARES. $ 21,568 $ 17,676 


EARNINGS PER COMMON SHARE (after preferred 

dividend requirements) . $3.08 $2.52 

Based on 7,013,096 average shares outstanding. 

REINVESTED EARNINGS 

At beginning of year. $ 67,743 $ 59,465 

Add—Net income. 22,689 17,676 

Deduct—Dividends declared: 

Preferred. 1,121 — 

Common—1974, $1,495 per share; 1973, $1.34 per share 10,485 9,398 

Miscellaneous—net. 259 — 


S 78.567 $ 67,743 


REINVESTED EARNINGS AT END OF YEAR 























































Statements of Changes 

CINCINNATI BELL INC. 

in Financial Position 

Thousands of Dollars 

SOURCE OF FUNDS 

Year 1974 

Year 1973 

Operations 

Net Income . 

$ 22,689 

$ 17,676 

Add — Expenses not requiring funds: 

Depreciation . 

23,953 

22,298 

Deferred income taxes. 

8,519 

6,213 

Investment tax credits — net. 

1,048 

1,459 

Less — Income not providing funds: 

Interest charged construction . 

1,944 

946 

Total funds from operations. 

54,265 

46,700 

Financing 

Issuance of preferred shares. 

30,000 

— 

Change in interim debt — net. 

(9,000) 

13,100 

Total funds from financing. 

21,000 

13,100 

Change in working capital. 

4,357 

2,390 


$ 79,622 

$ 62,190 

APPLICATION OF FUNDS 

Telephone plant. 

$ 67,241 

$ 52,738 

Dividends . 

11,606 

9,398 

Repayment of long-term debt. 

147 

122 

Other — net. 

628 

(68) 


$ 79,622 

$ 62,190 

The change in working capital is accounted for by: 

Increase (decrease) in other current liabilities (excluding 
interim debt): 

Accounts payable. 

$ 3,491 

$ 1,565 

Taxes accrued . 

1,121 

3,116 

Advance billing and customers’ deposits. 

188 

767 

Dividends payable . 

864 

281 

Interest accrued . 

(7) 

232 


5,657 

5,961 

Increase (decrease) in current assets: 

Cash . 

(97) 

115 

Receivables. 

1,147 

3,038 

Material and supplies. 

169 

331 

Prepaid expenses . 

81 

87 


1,300 

3,571 

Change in working capital. 

$ 4,357 

$ 2,390 

The notes on pages 19 and 20 are an integral part of the financial statements. 
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Notes to 

Financial 

Statements 


(a) Accounting Policies— The Company main¬ 
tains its accounts in accordance with the 
Uniform System of Accounts prescribed for 
telephone companies by the Federal Communi¬ 
cations Commission (the “FCC”). The financial 
statements reflect the application of the 
accounting policies described in this note and 
have been prepared in conformity with generally 
accepted accounting principles, which are 
consistent with the accounting prescribed by 
the FCC. Other policies and practices are 
covered in notes (c) and (d). 

DEPRECIATION —Provision in the accounts for 
depreciation (5.2% in 1974 and 1973 of the cost 
of depreciable plant in service) is based on 
straight-line composite rates. Depreciation for 
income tax purposes is provided on different 
bases and methods as explained under “Income 
Taxes” below. 

INCOME TAXES: 

(1) Under various accelerated depreciation 
provisions of the tax law, depreciation for 
income tax purposes on plant placed in service 
after 1969 is greater than the straight-line 
depreciation provided in the accounts. In 
addition, the Company has adopted for income 
tax purposes shorter depreciation lives than 
those used for book purposes for certain plant, 
as allowed in income tax regulations of the 
Treasury Department. Provision is included in 
income tax expense for the deferred income 
taxes resulting from the use of accelerated 
depreciation and shorter tax lives. Also see 
note (d). 

(2) The effective Federal income tax rate of the 
Company as determined from the Statements 
of Income (Federal income taxes divided by the 
sum of Federal income taxes and Net Income) 
was 42.1% in 1974 and 40.4% in 1973. The 
differences of 5.9% and 7.6% in 1974 and 1973, 
respectively, between these effective rates and 
the 48% Federal income tax statutory rate is 
attributable to the following factors: 


1974 1973 

a. Certain taxes and payroll 
related construction costs capi¬ 
talized in the financial statements 
but deducted for income tax 
purposes, net of applicable de¬ 
preciation adjustments for current 

and prior years. 2.9% 3.2% 

b. Interest charged construction 
which is excluded from taxable 
income, net of applicable depreci¬ 
ation adjustments for current and 

prior years. 2.1% 1.2% 

c. Amortization of investment tax 
credits over the life of the plant 
which gave rise to the credits, 
which amortization reduced in¬ 
come tax expense for the years 
ended December 31, 1974 and 
1973 by about $488,000 and 


$421,000, respectively. 1.2% 1.5% 

d. Other miscellaneous differ¬ 
ences between the calculations of 
taxable income and book income 
before taxes. (.3%) 1,7% 


Total. 5.9% 7.6% 


(b) Preferred Shares— On July 18, 1974 the 
Company sold 30,000 shares of preferred stock 
with a stated value of $1,000 each and an 
annual cumulative dividend of $82.50 per share, 
to institutional investors in a private trans¬ 
action. The preferred shares may be redeemed 
at a premium of $41.25 per share commencing 
July 1, 1979 and at diminishing amounts 
thereafter. They are also subject to redemption 
through an annual sinking fund commencing 
July 1, 1980. 

(c) Provision For Pensions And Death Bene¬ 
fits— The Company has a non-contributory plan 
covering all employees and providing for 
service pensions and certain death benefits. 
The Company has an accrual program under 
which actuarially determined regular payments 
are made to trust funds that are irrevocably 
devoted to service pension and death benefit 
purposes. The total provision for these service 
pensions and death benefits, including 
amounts charged to construction, was 
$8,694,000 in 1974 and $7,776,000 in 1973. 
Amendments to the plan, adopted pursuant to 
the 1974 union contract, provide for improved 
benefits for all employees and are expected to 




















increase 1975 pension accruals by approximate¬ 
ly $1,790,000. Compliance with the Pension 
Reform Act of 1974 is not expected to 
materially affect annual pension accruals, but, 
pursuant to the act, will increase vested 
benefits beginning January 1, 1976. The 
actuarially computed value of such benefits 
cannot be determined pending full considera¬ 
tion of optional vesting methods available 
under the act. The accrual program contem¬ 
plates that there will be available in the funds 
amounts sufficient to provide benefits as stated 
in the plan. 

(d) Treatment Of Income Tax Effect Of Cost Of 
Retiring Property— On August 1, 1974 the FCC 
granted the Company permission to use 
deferred income tax treatment currently, as well 
as retroactively for the years 1971, 1972 and 
1973, with respect to amounts arising from 
differences between methods of accounting for 
cost of removal and salvage on the books of the 
Company and those used in computing income 
tax liability. The financial statements as of 
December 31,1974 and for the year then ended 
reflect such permission principally as a 
reclassification from current to deferred income 
taxes in the amount of $1,500,000. The 
remaining portion of such amounts, which for 
the period January 1971 through July 1974 had 
been accounted for as increases in Net Income, 
was reversed with a resultant decrease in Net 
Income for the year 1974 of about $300,000. 
The FCC’s permission was granted pending its 
issuance of rules with respect to the accounting 
for taxes accrued in accordance with recent 
Internal Revenue Service depreciation rules, 
some of which remain subject to clarification. 
The Company and its independent certified 
public accountants believe that the accounting 
pursuant to the FCC’s permission is appropriate 
and should be reflected in the final accounting 
rules. 

(e) Long-Term Debt— Interest rates and maturi¬ 
ties on long-term debt outstanding at Decem¬ 
ber 31, 1974, in thousands of dollars, were as 
follows: 


Thirty-five year 4Vfe% debentures due 1993 . $ 25,000 

Forty year 4%% debentures due 2002 . 20,000 

Forty year 8%% debentures due 2009 . 35,000 

Forty year 7%% debentures due 2011 . 50,000 

2% mortgage notes. 2,263 

Other . 55 

$132,318 


(f) Interim Debt— It has been the practice of the 
Company partially to finance the construction 
of telephone plant through notes payable and 
advances pending long-term financing. In the 


Company's computation of ratios of debt to 
total capitalization (usually referred to as “Debt 
Ratio”) for regulatory and other purposes, the 
amounts of such interim debt are added to 
long-term debt. Amounts outstanding at 
December 31, in thousands of dollars, are 
shown below: 

m * I, 1974 1973 

Notes payable: 

Commercial Paper.$11,200 $14,700 

Bank Loans. 9,600 13,600 

Trust Note. 2,000 — 

Advances from American 
Telephone and Telegraph 

Company. 6,900 10,400 

$29,700 $38,700 

Notes payable are due twelve months or less 
after issuance. The weighted average annual 
interest rates for commercial paper, bank loans 
and the trust note outstanding at December 31, 
1974, were 9.5%, 10.5% and 9.4%, respective¬ 
ly. The maximum amount of notes payable at 
any month-end during the year 1974 was 
$32,900,000, and the average amount outstand¬ 
ing during the year was approximately 
$25,652,000 at an average interest rate of 
10.4%, computed by averaging the face amount 
of the notes payable each day of the year and 
dividing such average into the aggregate related 
interest expense. 

Advances, evidenced by demand notes, are not 
in practice required to be settled currently, 
although the Company may elect to repay them 
as a whole or in part prior to demand. Interest 
on advances is at a variable rate at all times 
equal to the lowest prime rate being charged on 
new borrowings by three designated New York 
City banks. 

At December 31,1974 the weighted average rate 
of interest on all interim debt was 9.9%. 

(g) Lease Commitments— Total rental expense 
for the years ended December 31, 1974 and 
1973 was about $2,895,000 and $2,188,000, 
respectively. At December 31, 1974, the 
aggregate minimum rental commitments under 
noncancelable leases for the periods shown are 
as follows: 


Aggregate Minimum 

Year Noncancelable Lease Amounts 


1975 . $1,700,000 

1976 . 951,000 

1977 . 388,000 

1978 . 173,000 

1979 . 61,000 

1980-1984 . 108.000 

1985-1989 . 70,000 

1990-1994 . 56,000 
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